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Present Economic Problems 


In an interview with Svenska Dagbladet, Mr. Per 
Jacobsson, Managing Director of the International 
Monetary Fund, expressed his belief that the world 
inflation has reached its end. Production is increasing 
rapidly and has even started to make necessary an 
increase in industrial capacity. Also, since competition 
is so keen, Mr. Jacobsson believes that there is no 
longer any need to fear a general price increase. 

Discussing the world-wide tendency to strive for sta- 
bilization of currencies, he stated that these efforts can- 
not be entrusted exclusively to the central banks, even 
though they still have an important role to fill. Because 
of the increased importance of the public sector, more 
consideration must be given to the fact that government 
expenditures and borrowing often play a decisive part 
in maintaining stability. Mr. Jacobsson noted, in this 
connection, that in a period of low economic activity an 
increase in government demand can provide an impetus 
for expansion. However, in a period of high economic 


activity, such as the present, the effect of high govern- 
ment spending will be the opposite. Then authorities 
should reduce their demand so that the resources 
released may be used to cover the increased demand 
from the private sector. He pointed out that in many 
countries the remaining inflationary danger is generated 


almost exclusively by the government budget. It is 
therefore important that in Sweden as elsewhere the 
authorities take measures to eliminate the danger aris- 
ing from too great a demand for capital by the govern- 
ment sector and also from wrong methods of financing, 
such as borrowing on too short terms. Measures of 
this kind have to be given consideration, especially in 
countries where economic activity is high, in order that 
economic growth is not jeopardized. 

Concerning the situation in Sweden, Mr. Jacobsson 
noted that during the last 18 months Sweden has not 
been able to augment substantially its foreign exchange 
reserves, despite lower import prices and the outflow of 
gold and dollars from the United States. These develop- 
ments indicate, in Mr. Jacobsson’s opinion, that the 
Swedish authorities should consider a more cautious 
policy. It is especially important that the Riksdag 
take measures this fall to curb the inflationary threat 
arising from the budget. 

When mentioning the rumors of a devaluation of the 
U.S. dollar, Mr. Jacobsson said that he observed dur- 
ing his travels in Europe this summer that the fear of 


a devaluation had lessened considerably. He attributed 
the change in opinion not only to President Eisenhower’s 
determined policy to balance the government budget, 
but also to other policies aimed at avoiding new price 
increases. 

Referring to the work of the Fund, Mr. Jacobsson 
pointed to three important developments during the 
past year. The first was the introduction of external 
convertibility at the beginning of the year. As far as can 
be seen, this important step has been successful. The 
foreign exchange reserves of almost all European coun- 
tries have increased. In view of the general economic 
improvement in Europe, it is obvious that these coun- 
tries will play a greater role in economic and financial 
policy, with subsequent greater obligations. 

The second important development was that the 
downward trend in economic activity was halted and a 
new upswing started. The increase in demand has 
resulted in almost full employment of existing indus- 
trial capacity. Mr. Jacobsson said that there is now 
the likelihood of a new investment boom. This would 
mean an increase in demand for capital by the private 
sector. Therefore, a greater share of total saving should 
be channeled to industry in order not to hamper eco- 
nomic expansion. 

Third, approval given to the proposal to increase the 
resources of the Fund and the Bank, which was made 
last year at the Annual Meeting in New Delhi, will 
result in the resources of the Fund being increased in 
September from $9 billion to $14 billion; $1 billion 
of this increase will be paid in gold and nearly $4 billion 
in currency. Of interest is the fact that there has been 
almost no opposition to this proposal. 

The larger resources will mean that the Fund will 
have increased possibilities to intervene in case of for- 
eign exchange difficulties. After Suez, for instance, the 
Fund’s extensive assistance to the United Kingdom, 
coinciding with the measures taken by the British 
authorities, produced a strengthening of the position of 
sterling to such an extent that it was again able to fulfill 
its role as a world currency. Mr. Jacobsson also pointed 
out that during the last year an important part of the 
Fund’s activities was connected with the planning and 
the financing of stabilization plans in such countries as 
Argentina, France, Chile, Turkey, Colombia, and, most 
recently, Spain. At the same time that assistance was 
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granted by the Fund, resources were made available 
from other sources, e.g., the Export-Import Bank of 
Washington, the Organization for European Economic 
Cooperation, and U.S. banks. The different stabiliza- 
tion plans have contributed toward strengthening the 
world’s payments system. The transactions of the Fund, 
including open balances of stand-by arrangements, have 
now reached $4.5 billion, three fourths of which have 
taken place during the last three years. 

In concluding his remarks, Mr. Jacobsson observed 
that many unsolved problems still remain. One concerns 


IFC investment in Chile 


Announcement was made on September 10 that the 
International Finance Corporation (IFC) has agreed 
to invest an additional $900,000 in Empresa Minera 
de Mantos Blancos, S.A., a Chilean corporation, which 
has under construction a copper mining and smelting 
project in the Antofagasta region of northern Chile. 
Mantos Blancos is controlled by Empresas Sudameri- 
canas Consolidadas, $.A., a Panamanian corporation 
holding the mining, industrial, and commercial interests 
of Dr. Mauricio Hochschild and associates. 

In August 1957, IFC agreed to invest $2.2 million 
in this company, which is opening up a new copper 
mine and introducing a new metallurgical process for 
refining copper (see this News Survey, Vol. X, p. 297). 
The original project was designed for processing 2,000 
tons of ore a day. The additional IFC investment of 
$900,000 is part of the financing required to increase 
the processing capacity to 3,000 tons a day. It is 
expected that this increased capacity will result in a sub- 
stantial reduction in the company’s cost of producing 
refined copper. 

The total cost of the project is $18.6 million, of which 
$5.8 million is related to the expansion. Of this latter 
amount, $2.9 million will be invested by the Hochschild 
group; the balance will comprise the IFC investment, 
investments of $1.2 million by Chemical International 
Finance Ltd. and $600,000 by the Bank of America, 
and supplier credits of $200,000. 

LFC’s total investment of $3,1 million will be in the 
form of U.S. dollar notes bearing interest at 7 per cent, 
with amortizatign to be completed in 1968. In addi- 
tion, IFC is to receive payments depending on the 
amount of dividends, and option rights to purchase at 
par Mantos Blancos’ common stock. The IFC invest- 
ment is subject to completion of the necessary legal 
formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 10, 1959. 


the raw material producing countries whose export 
prices have declined. The price decline has been to the 
advantage of the importing countries, but it has created 
difficulties for the producing countries. Nevertheless, 
these countries have taken more and more measures to 
achieve a balanced economy and stabilization of their 
currencies in order to create a sound basis for sustained 
economic growth and, not the least, to maintain their 
creditworthiness. 


Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 24, 1959. 


U.S. Subscription to Inter-American Development Bank 


President Eisenhower has signed legislation covering 
a U.S. appropriation of $280 million for the Inter- 
America¥ Development Bank: A draft ‘agreement for 
establishing the Bank was approved last April by the 
Organization of American States (see this News Sur- 
vey, Vol. XI, p. 334). The Latin American countries 
that approved the draft have not yet taken the action 
necessary for the agreement to come into force. Such 
action must be taken by December 31, 1959. 


Source: The Journal of Commerce, New York, N.Y.., 
September 3, 1959. 


International Tin Quotas 


The International Tin Council has increased by 5,000 
tons the limit on permissible exports from its six mem- 
ber countries during the fourth quarter of 1959. Thus, 
total exports permitted in the quarter will be 30,000 
tons, compared with 25,000 tons in the third quarter. 
Source: The Economist, London, England, Septem- 

ber 5, 1959. 


Europe 


U.K. Reserves 


The gold and convertible currency reserves of the 
United Kingdom rose by £10 million during August, to 
£1,160 million. This increase is officially regarded as 
being quite satisfactory; it results from a continued 
demand for sterling at a time when the pound tends 
tobe seasonally rather weak: The’increase of £10 mil- 
lion compares with an average decline of £28 million 
for the month of August in the period 1950-58; and, 
indeed, the reserves would have increased last month 
by more than £20 million if it had not been for two 
special factors. During the month, the United Kingdom 
made its first contribution to the European Fund of 
the European Monetary Agreement (EMA). This con- 
tribution was £2.5 million out of a maximum liability of 
£31 million. Calls are made by EMA as the need for 
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funds arises; the call in August was required to finance 
the credit to Spain from the Organization for European 
Economic Cooperation (see this News Survey, Vol. XII, 
p. 41). The United Kingdom also paid in August £9 
million on account of settlement of bilateral debts left 
over from the European Payments Union. 


The Financial Times says it is quite clear that the 
seasonal demand for dollar commodities has been 
masked by the strength of sterling exports to the dollar 
area. There has been a certain amount of switching 
of short-term capital from London to New York, but 
the effect of this has been largely offset—at least until 
recently—by the movement of long-term funds into 
London from New York and the Continent. Demand 
for sterling has remained buoyant: the rate against the 
U.S. dollar held at about $2.81 until the middle of 
August and remained only slightly below that figure 
until the end of the month. In the first few days of 
September, however, the further rise in U.S. interest 


rates caused a further decline in the sterling exchange 
rate. 


On September 2, the spot rate for sterling was within 
Ye per cent of parity; in the forward market, sterling 
continued at a premium against the U.S. dollar, and 
this premium widened in line with the interest parity. 


Sources: The Times and The Financial Times, Septem- 
ber 3, 1959, and The Economist, Septem- 
ber 5, 1959, London, England. 


Sterling Area Trade 


Preliminary figures suggest that there was a recovery 
in trade of the sterling area, particularly in exports, from 
April onward. According to the Board of Trade Jour- 
nal, total exports from sterling area countries as a whole 
during the first quarter of the year were 2 per cent 
below those in the first quarter of 1958. Exports from 
the United Kingdom declined by 3 per cent, mainly 
because of lower volume, especially of textiles and steel; 
and exports from countries in the overseas sterling area 
also were lower than in the first quarter of 1958. As a 
result of considerable improvement in the second quar- 
ter, however, exports for the first six- months of 1959 
were slightly above those in the corresponding period 
a year earlier. Prices of most sterling commodi- 
ties remained depressed in the first quarter; but in the 
second quarter, with growing demand from industrial 
countries, there was a strong recovery in prices of wool, 
rubber, and hides, which led to the first general upturn 
in prices since the beginning of 1957. 


Source: The Financial Times, London, England, Sep- 
tember 4, 1959. 


U. K. Industrial Production 


According to provisional figures, the seasonally 
adjusted index of industrial production in the United 
Kingdom reached the record figure of 111-112 (1954= 
100) in July, against 110 in the previous month and 
106 in July last year. The Treasury reports that the July 
output this year would have been slightly larger but 
for the stoppage in the printing industry. It is believed 
that manufacturing industry, notably the consumer 
goods trades, accounted for a large part of the July 
increase in total production. 

Source: The Times, London, England, September 2, 
1959. 


U.K. Hire-Purchase Debt 
Hire-purchase and other installment debt in the 
United Kingdom rose by £34 million in July; at the end 
of the month, the total debt outstanding amounted to 
an estimated £742 million, which was £266 million 
more than the total outstanding at the end of July 1958. 
The amount owed directly to household-goods shops 
rose from £264 million at the end of June 1959 to £273 
million at the end of July; and the sum owed directly 
to finance houses rose from £444 million to £469 mil- 
lion. The borrowing from finance houses was mainly 
for the purchase of motor vehicles. At the end of 
July 1958, the amount of debt outstanding to finance 
houses was £299 million. 
Source: The Financial Times, London, England, Sep- 
tember 3, 1959. 


Anglo-Russian Trade 


The Board of Trade and the Soviet Trade Delegation 
in London have reached agreement on the import 
quotas for consumer goods for the first year, beginning 
July 1, 1959, of the new trade agreement between the 
United Kingdom and the U.S.S.R. (see this News Sur- 
vey, Vol. XI, p. 383). Each country is to provide for 
an increase of £2 million, i.e., to £3.4 million, f.o.b., in 
consumer goods. The quotas on British imports cover 
canned crab meat and salmon (£1,500,000, with an- 
other £550,000 worth of salmon licensed outside the 
agreement), vodka, brandy, and wine (£400,000), 
medicines and pharmaceutical products (£320,000), 
handmade carpets (£200,000), and cameras and auto- 
mobiles (£150,000 each). British exports to Russia 
covered by the agreement include textiles (nearly 
£1,250,000), herring and white fish (£800,000), shoes 
(£470,000), vehicles (£260,000), and whisky and 
gin (£450,000). 


Source: The Economist, London, England, Septem- 
ber 5, 1959. 
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Nordic Cooperation 

The Economic Committee of the Nordic Council has 
decided to request the Governments of the four Nordic 
countries to make a positive statement about how they 
envisage future economic cooperation between the 
Nordic countries. This will necessitate the preparation 
by the four Governments in the coming two months of 
an alternative to the customs union plan, which was 
abandoned at a recent meeting of the Prime Ministers. 
The new plans can then be studied by the Nordic Coun- 
cil at their meeting in Stockholm on November 1. The 
members of the Economic Committee also considered 
the plans for the establishment of a permanent Council 
of Ministers, with a secretariat. The members were in 
agreement regarding the establishment of a secretariat, 
but without committing themselves as to where it should 
sit. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, August 24, 1959. 


Scandinavian Paper Production 

It is reported that the Scandinavian producers of 
kraft paper have decided to keep export prices un- 
changed in the fourth quarter of 1959. Production in 
the fourth quarter will be held at 10 per cent below 
normal, in contrast to 20 per cent in the third quarter. 
The improvement was made possible by a recent increase 
in demand, with larger orders for kraft paper. 

For mechanical woodpulp, production will be 35 per 
cent below normal. 


Source: Norges Handels og Sjéjartstidende, Oslo, Nor- 
way, September 5, 1959. 


Denmark's Foreign Trade 

Imports by Denmark in the first half of 1959 
amounted to DKr 5,150 million (US$746 million), an 
increase of DKr 730 million, or 16.5 per cent, from 
the first half of 1958, and of DKr 185 million from the 
second half of 1958, when a sharp increase had already 
set in. Exports amounted to DKr 4,403 million ($638 
million), which was DKr 163 million, or 3.9 per cent, 
more than in the first six months of 1958. The trade 
deficit rose from DKr 179 million in the first half of 
1958 to DKr 746 million in the first half of 1959; in 
the latter six-month period, it was DKr 100 million 
more than the deficit for the entire year 1958. The 
largest increases in imports between the first half of 
1958 and the first half of 1959 were in grain and grain 
products (by DKr 100 million, to DKr 279 million), 
nonprecious metals (by more than DKr 100 million, to 
DKr 533 million), machinery and electrical equipment 


(by DKr 80 million), and means of transportation (by 
DKr 175 million, to DKr 555 million). Imports of fuel 
fell by about DKr 50 million. The increase in imports 
in general was due in part to rising Danish production 
and in part to increased consumption. 

About half of total exports consisted of agricultural 
products. The proceeds from exports of butter rose by 
some DKr 100 million, to about DKr 360 million, 
almost entirely because of increases in prices; the 
quantity exported showed little change. In the indus- 
trial group, there was a decline of about DKr 50 million 
in exports of machinery and of new ships. 

Danish imports from the other Nordic countries rose 
from DKr 648 million in the first half of 1958 to 
DKr 756 million in the first half of 1959, while Den- 
mark’s exports to these countries declined from 
DKr 617 million to DKr 562 million. Imports from the 
six countries in the European Common Market rose 
from DKr 1,589 million to DKr 1,923 million, but 
exports to these six countries remained practically un- 
changed, at DKr 1,375 million. 


Source: Bérsen, Copenhagen, Denmark, August 21, 
1959. 


Compensation to Danish War Prisoners 

An agreement signed by Denmark and the Federal 
Republic of Germany provides for compensation to 
Danes who were political prisoners during World 
War II. The Federal Republic has pledged that it will 
pay DM 16 million (the equivalent of DKr 26.4 mil- 
lion). The agreement will enter into force after it has 
been ratified. 


Source: Bérsen, Copenhagen, Denmark, August 25, 
1959. 


Norwegian Loan in Switzerland 

The Norwegian company Norsk Hydro is to borrow 
Sw F 50 million (NKr 82 million) in Switzerland. The 
loan will have an amortization period of 18 years, and 
it will be floated through a consortium of principal 
Swiss banks. This is the second Norwegian company to 
issue a loan in Switzerland within the past month (see 
this News Survey, Vol. XII, p. 67). 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 3, 1959. 


Swedish Foreign Trade 

The value of Sweden’s exports in the first half of 
1959 was 6 per cent above that in January-June 1958, 
while the value of imports declined by 5 per cent, 
according to a survey by the Swedish Institute of Eco- 
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nomic Research. In terms of volume, exports increased 
by 10 per cent and imports fell by 1 per cent. 

A comparison of the volume of exports in the first 
quarter of 1958 and the same quarter this year shows 
that the increase this year was due mainly to timber, 
pulp, and ships. A similar comparison between the 
second quarters of the two years shows that exports of 
ships declined, whereas timber and pulp exports con- 
tinued to increase. In addition, there were increases in 
base metals, paper and board, and, although to a minor 
degree, iron ore, machinery, and instruments. 

The volume of imports of all major commodity groups 
except agricultural products was lower in the first quar- 
ter of this year than in the same quarter of 1958. In 
the second quarter, however, imports of practically all 
groups except means of transportation increased. 

Average export prices in the second quarter of this 
year were 3.5 per cent lower than in the second quarter 
of 1958, and import prices were lower by 2 per cent. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, September 4, 1959. 


Agricultural Prices in Finland 


Under a law concerning farm income, the determi- 
nation of farm prices in Finland is based on an estimate 
of agricultural revenue and expenditure. Each year in 
August revenue and expenditure are recalculated, and, 
if necessary, prices and/or subsidies are changed in 
order to maintain the same ratio between revenue and 
expenditure which existed in the base period (see this 
News Survey, Vol. XI, p. 158). 

This year, the estimate of expenditure was 4.2 per 
cent higher than in the base period; to adjust for the 
Fmk 6.5 billion deficiency in agricultural incomes, the 
Government has decided to raise the prices of milk, 
cheese, butter, and bacon. These increases will cause 
a rise of about 0.7 per cent in the cost of living index. 
The farmers will also receive compensation in the form 
of increased export premiums, at a cost to the Govern- 
ment of about Fmk 1 billion. 


Source: Hufvudstadsbladet, 
gust 21, 1959. 


Foreign Trade of Italy 


Although the volume of Italy’s imports in the first six 
months of 1959 was 6.3 per cent greater than in the 
corresponding period of 1958, the value (c.i.f.) fell 
by 1.9 per cent. Both the volume and the value of 
exports increased, the value by 2.1 per cent and the 
volume by 10.3 per cent. Among imports, the value of 
foodstuffs, textile materials, and fuel decreased, while 
the value of engineering products, chemical products, 


Helsinki, Finland, Au- 


timber, and paper was less than in the first half of 
1958. On the export side, there were declines in the 
value of exports of foodstuffs and metallurgical prod- 
ucts, but exports of textiles, chemicals, and refined 
petroleum products expanded. Both imports from and 
exports to countries in the European Common Market, 
and also Eastern Europe, increased. The trade balance 
with the United States improved, as purchases of U.S. 
goods declined and sales to the United States increased. 


Source: 24 Ore, Milan, Italy, August 13, 1959. 


Increase in German Discount Rate 

On September 3, the Central Bank Council of the 
Deutsche Bundesbank, with the Minister for Economic 
Affairs present, decided to increase the discount rate of 
the Bundesbank from 2% per cent to 3 per cent, effec- 
tive September 4. In a press communiqué, the Bundes- 
bank stated that in raising the discount rate it took into 
consideration the sharp increase in business activity in 
recent months; there was no reason to favor market 
demand by adhering to relatively low short-term rates. 
Furthermore, the raising of the rates was in accordance 
with the recent trend in foreign money markets. Even 
after the increase of the German rates, short-term inter- 
est rates abroad are still higher than those in Germany. 
The Bundesbank does not believe that certain tensions 
noticeable in some sectors of the German economy in 
recent months should give rise to more serious concern. 
It is hoped that economic measures, such as the length- 
ening and improved timing of public construction con- 
tracts and of public building promotion measures recom- 
mended by the Economic Cabinet of the Federal 
Government, will contribute toward easing the present 
tensions. Stronger money and credit policy measures 
would be necessary only if the accumulation of orders 
and the scarcity of labor were to be exploited for price 
and wage demands that would endanger price stability. 

Also as of September 4, the discount rates at which 
the Bank sells short-term paper were increased as fol- 
lows: The rates for Treasury bills of the Federal Repub- 
lic and the Federal Railways were raised by % per 
cent; therefore, the rate for 30-59 day maturities is now 
2¥% per cent and that for 60-90 day maturities is 2% 
per cent. For noninterest-bearing Treasury bonds of the 
Federal Republic, the Federal Railways, and the Federal 
Post Office with a maturity of % year, the rate was 
raised by % per cent, to 2% per cent; for those with 
maturities of 1, 14%, and 2 years, the increase was % 
per cent—to 3 per cent, 3% per cent, and 3% per 
cent, respectively. The rate for Storage Agency bills 
was increased by % per cent, that for 30-59 day maturi- 
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ties thus rising to 2/2 per cent and that for 60-90 day 
maturities to 2% per cent. 


Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikein, Frankfurt am Main, Germany, Septem- 
ber 4, 1959. 


Austrian Compensation Deliveries to U.S.5.R. 

Compensation deliveries by Austria to the U.S.S.R. 
under the terms of the State Treaty of 1955, requiring 
that $150 million worth of goods be delivered over a 
period of six years (i.e., $25 million worth per year), 
have thus far been effected in accordance with the time 
schedule. In the fourth delivery year ended July 27, 
1959, goods worth $25.98 million were delivered; in 
addition, shipments of goods worth $308,000 were 
made for account of the fifth delivery year. Thus far, 
contracts have been agreed for goods valued at $22.98 
million for delivery in the fifth year. 


Austria has also continued its compensation deliv- 
eries of crude oil, which, under the Treaty, are required 
over a period of ten years. Such deliveries in the fourth 
year totaled 929,275 tons. In accordance with the 
agreement reached in 1958, the U.S.S.R. has, since the 
beginning of 1959, been delivering to Austria Soviet 
oil equivalent to half the amount shipped to the U.S.S.R. 
from Austria (see this News Survey, Vol. XI, p. 45). 


Source: Osterreichische Landerbank, Economic Bulle- 
tin, Vienna, Austria, No. 7/8, 1959. 


Austrian-Polish Trade Agreement 


A trade and payments agreement concluded between 
Austria and Poland, covering the three-year period 
from August 1, 1959 to July 31, 1962, lists 135 items 
(76 to be supplied by Austria and 59 by Poland). For 
the most important commodities (49 items), quotas 
were established for three years; for the others, the 
quotas are valid for one year, i.e., until July 31, 1960. 
Poland’s coal deliveries (1.1 million tons a year) are 
henceforth to be paid for by deliveries of Austrian 
goods to the same value; this arrangement supersedes 
the clause in previous arrangements under which 14 per 
cent of the value of the coal deliveries was payable in 
western currencies. It is estimated that this change will 
mean a decrease equivalent to $3 million a year in 
Austria’s foreign exchange expenditure for coal. 


Among the principal Austrian exports to be deliv- 
ered to Poland are staple fibers, artificial silk yarns, ball 
bearings, refined steel products, rolling-mill material, 
electrical equipment, machinery, and a variety of other 
consumer and capital goods. In addition to coal, Po- 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Staff Papers contain studies prepared by members of 
the Fund staff on monetary and financial problems. The 
scope of the studies included is illustrated by the titles 
of some of the articles published in recent issues: “Inter- 
est Rates Outside the Organized Money Markets of 
Underdeveloped Countries” (Vol. VI, No. 1, Novem- 
ber 1957); “Economic Development in India: The First 
and Second Five Year Plans” (Vol. VI, No. 2, 
April 1958); “A Note on Gold Production and Additions 
to International Gold Reserves” (Vol. VI, No. 2, 
April 1958); “Nonbank Financial Intermediaries, Credit 
Expansion, and Monetary Policy” (Vol. VI, No. 3, No- 
vember 1958); “The Growth of Financial Intermediaries 
as a Factor in the Effectiveness of Monetary Policy” 
(Vol. VI, No. 3, November 1958);.Variable: Reserve 
Requirements Against Commercial Bank Deposits” 
(Vol. VII, No. 1, April 1959). 

Subscription: $3.50 a volume. Three numbers consti- 
tute a volume; however, all the three numbers are not 
necessarily issued within one calendar year. Single copies 
may be purchased for $1.50. 


Balance of Payments Yearbooks 


Volume 11 of the 3alance of Payments Yearbook is 
being issued as a series of loose-leaf sections; thus data for 
each country are published as rapidly as they become 
available. The first sections in the volume were issued 
in June 1959, and the last will probably be issued in 
April 1960. When completed, the volume will contain 
basic statistics for the years 1957 and 1958 for about 75 
countries and will bring to date the basic statements in 
Volumes 5, 8, 9, and 10. 

The five volumes, used together, will provide a com- 
prehensive record of the most recent balance of payments 
data available for the period 1947-58. They include a 
statement of the concepts and definitions employed 
throughout the Yearbook series; basic statistics, with 
comprehensive explanatory notes, for the countries cov- 
ered; regional details for about two thirds of these coun- 
tries; consolidated area statements for such country 
groups as the United States and Canada, the sterling 
area, OEEC countries, and the Latin American Repub- 
lics; and summary statements, expressed in U.S. dollars 
and covering several years, for most individual countries. 

Subscription: $5.00 a volume. Volume 5 (out of print) 
and Volume 8 are bound volumes; Volumes 9, 10, and 
11 consist of loose-leaf sections, binders for which may 
be purchased separately for .$3.50.a binder, 


* * * * * 


Subscriptions are quoted in U.S. dollars. Residents of 
most other countries may make payment in local cur- 
rency to addresses that will be supplied on request. 


Address orders to 


The Secretary 
International Monetary Fund 


19th and H Streets, N.W. Washington 25, D. C. 
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land’s deliveries to Austria will include animal products, 
eggs, ferrous alloys, chemicals, and machinery. 


Sources: “JW” Internationale Wirtschaft, Vienna, Aus- 
tria, July 31, 1959; Neue Ziircher Zeitung, 
Ziirich, Switzerland, August 5, 1959. 


Far East 


Ceylon’s Capital Flow and Remittances 

The outflow of capital from Ceylon in 1958 amounted 
to £531,250 (US$1.5 million); it represented mainly 
the withdrawal of business assets. The capital inflow 
was £44,000 ($123,000). Private remittances and 
migrant transfers to India and Pakistan amounted to 
£312,500. ($875,000), and those to the United. King- 
dom were about £175,000 ($490,000). 


Source: The Financial Times, London, England, Au- 
gust 25, 1959. 


Foreign Aid and Burma's Budget 

In presenting the budget for the fiscal year 1959-60 
(October-September), Burma’s Finance Minister told 
Parliament that the revenue estimates include expected 
loans of K 27 million (US$5.7 million) from the Inter- 
national Bank for Reconstruction and Development, 
K 23 million ($4.9 million) from the U.S.S.R., K 63 
million ($13.3 million) from the U.S. International 
Cooperation Administration, and K 2 million ($0.5 
million) from the Colombo Plan. Credits received in 
the fiscal year 1958-59 from the first three of these 
sources were $5.9 million, $4.6 million, and $14.3 
million, respectively; no assistance was received under 
the Colombo Plan. The 1959-60 budget does not pro- 
pose any changes in taxation. 


Sources: Ministry of Finance and Revenue, Economic 
Survey of Burma, 1959, Rangoon, Burma, 
August 17, 1959; The Financial Times, Lon- 
don, England, August 18, 1959. 


Suspension of Japanese Exports of Rayon Goods to U.S. 

' For an indefinite period beginning September 1, Japan 
has suspended the authorization of exports of rayon 
finished goods to the United States. This step was taken 
in order to halt the increasing flow of these products 
into Canadian markets through the United States, fol- 
lowing the limitation of export licenses for the export 
of certain textile products to Canada (see this News 
Survey, Vol. XII, p. 63). 


Source: The Journal of Commerce, New York, N.Y., 
September 3, 1959. 


United States and Canada 


U.S. Interest Rates 

Major banks throughout the United States have 
increased from 4% per cent to 5 per cent the “prime” 
rate charged on loans. (The “prime” rate is that charged 
for loans to the largest borrowers with the best credit 
ratings; other rates are scaled upward from the “prime” 
rate.) This is the highest rate since 1931. Other short- 
term money rates—bankers’ acceptances and commer- 
cial paper—also rose, by % to % percentage points. 
These increases followed a rise in yields on U.S. Treas- 
ury bills from 3.8 per cent on August 24 (see this News 
Survey, Vol. XII, p. 71) to 3.9 per cent on August 31. 

The increases in interest rates reflect the increasing 
tightness of short-term funds. In addition, declines in 
prices on government bonds during recent weeks have 
caused banks to be reluctant to sell their holdings 
because of the heavy losses that would result. 


Sources: The Journal of Commerce, September 1, 1959, 
and The Wall Street Journal, September 2, 
1959, New York, N.Y. 


Canadian Interest Rates and Exchange Rate 

The rate for 91-day Canadian Treasury bills, which 
had exceeded 6 per cent for two weeks, dropped to 
5.33 per cent on August 27, when the Government 
reduced the amount of bill offerings from the usual $115 
million to $95 million. On September 3, $100 million 
of 91-day bills were issued, and the rate rose to 5.64 
per cent. Correspondingly, the discount rate of the 
Bank of Canada (which is set % per cent above the 
yield on Treasury bills) was first reduced to 5.58 per 
cent and then raised to 5.89 per cent. 

The spread between U.S. and Canadian short-term 
rates narrowed, as the yield on U.S. 91-day Treasury 
bills reached a high of 3.9 per cent at the last tender 
in August. Nevertheless, the premium on the Canadian 
dollar in terms of the U.S. dollar remained at about 
S cents through the latter part of August, partly in 
response to transfers of European short-term capital 
into Canada. It declined to 4.66 cents on September 2, 
but subsequently increased to 5,02 cents on Septem- 
ber 9. 

Sources: The Journal of Commerce, New York, N.Y., 
September 4 and 10, 1959. 


Latin America 


Peru's Budget 
Peru’s budget for 1960, presented to the legislature 
on August 27, estimates government expenditures at 
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S/. 7,691 million, an increase of 12 per cent over the 
1959 budget estimate. The increase is attributed to 
salary increases granted to government employees, larger 
social service payments resulting from the growth in 
population, the higher cost of servicing the external 
debt as a consequence of the exchange depreciation, and 
generally increased costs of materials and labor. 


It is estimated that ordinary expenditures will be 17 
per cent above those estimated in the 1959 budget, 
rising to §/. 5,195 million. The principal appropria- 
tions are $/. 1,329 million for education, S/. 1,147 
million for the armed forces, $/. 956 million for gov- 
ernment and police, $/. 883 million for finance and 
commerce, $/. 215 million for agriculture, $/. 159 
million for public health, and $/. 145 million for public 
works. 


Among revenue items, the income from direct taxes 
(the major part of which is corporate taxes) is esti- 
mated at S/. 2,119 million, an increase of 18 per cent 
over 1959 estimates. Receipts from indirect taxes, 
which are comprised mainly of customs duties, are 
expected to fall by 16 per cent, to S/. 1,053 million. 
Income from government monopolies, state properties, 
and other enterprises are estimated at $/. 599 million, 
or 6 per cent more than the 1959 budget figure. 


Outside the ordinary budget, receipts from special 
accounts and the Economic Development Fund are esti- 
mated at S/. 2,497 million, an increase of S/. 95 mil- 
lion over the estimate in the 1959 budget. 


Source: Banco Continental, News Letter, Lima, Peru, 
August 28, 1959. 


Paraguay’s Stabilization Program 

The President of Paraguay reaffirmed his full confi- 
dence in the stabilization policies of Paraguay in a 
speech delivered at a meeting of the Paraguayan Fed- 
eration of Production, Industry, and Commerce com- 
memorating the second anniversary of the implementa- 
tion of the program of economic stabilization. He 
pointed out that the chief aim of the exchange reform 
initiated two years ago was the promotion of economic 
development. The policies followed have stimulated 
private initiative; and freedom of international trade is 
opening new avenues for the participation of foreign 
capital in the development of Paraguay. Of course, in 
the attempt to attain the economic goals, many diffi- 
culties have had to be overcome during the last two 
years. In fact, freedom of trade would be an empty 
concept if basic conditions for economic growth were 
ignored, e.g., an adequate transportation system. In the 
transportation sector, considerable progress has been 
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made: new highways and roads are being opened to 
traffic, and airports and harbors are being developed. 

In a country lacking the savings required for its basic 
investments, international cooperation is an essential 
requirement for economic development. If such a 
country achieves financial order and political peace, 
international cooperation will increase. These basic con- 
ditions have been fulfilled in Paraguay during the past 
two years; new banks have been opened, many factories 
expanded, and other progress made. In this setting it 
is easy to understand the pressing demands for credit 
by businessmen and investors. However, a policy of 
stability requires that the expansion of credit be kept 
within narrow limits, and that new credit be strictly 
channeled to the most productive forms of investment. 

The policies of the last two years have given Para- 
guay the best qualifications for attracting foreign cap- 
ital. The Government will continue to devote full atten- 
tion to the problem of stimulating economic development 
within a climate of stability. 


Source: La Tribuna, Asuncién, Paraguay, August 14, 
1959. 


Other Countries 
Australian Government Loan 


Announcement was made on August 28 of a £A 50 
million cash loan of the Commonwealth of Australia 
to be opened for public subscription from September 8 
to September 23. At the same time, a conversion offer 
will be made to holders of £A 149.8 million of govern- 
ment securities maturing on September 15. The pro- 
ceeds of the cash loan are to be used toward financing 
public works and the £A 220 million housing program 
that has been approved by the Australian Loan Council 
for the current fiscal year. 


Source: The Times, London, England, August 29, 
1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
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Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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